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ABSTRACT 


Objective: The occurrence of natural disasters can have destructive effects on the 


physical capital and human resources of countries. Therefore, it is necessary to use 
risk management methods. The purpose of this research is to investigate the 
effectiveness of earthquake insurance in reducing the destructive effects of 
earthquakes on economic growth through the financing of losses and the obligation 
of insurers to reduce risk. For this purpose, the effects of a possible earthquake in 
the Ri fault or North Tehran fault on the endogenous economic growth of Iran have 
been modeled for a period of 40 years. The beginning of 1390 and the occurrence of 
the earthquake in the eighth year (1398) have been considered. Then, the effects of 
using the insurance method, assuming the use of incentive policies and determining 
the insurance premium rate according to the risk, in reducing the destructive effects 
of the earthquake on economic growth have been investigated. 

Methodology: In this research, the effects of a possible earthquake in Tehran on 
Iran's economic growth have been modeled using the system dynamics method. 
This method identifies the influence channels of earthquakes on economic growth 
by examining the dynamics of cause and effect relationships, and predicts the effect 
of earthquake insurance to reduce the destructive effects of earthquakes on 
economic growth. 

Findings: The findings show that if there is an earthquake insurance fund, most of 
the losses will be compensated from the funds received from the insurers. Another 
advantage of using an earthquake insurance policy is the obligation of policyholders 
to comply with building seismic regulations and thus reducing the risk of buildings 
collapsing. 

Conclusion: If the insurance method is used, the speed of reconstruction and 
compensation will increase. Therefore, it is suggested to create a general 
earthquake insurance fund and cover a part of the fund's funds with foreign reliance 
insurance. Also, taking into account the risk of building collapse in determining the 
insurance premium, the destructive effects of the earthquake on physical assets will 
be reduced by 525,600 billion Rials and economic growth will be improved by 
62,100 billion Rials. 
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